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To obtain additional copies of this report, visit the Results. We evaluated whether the DFAS actions were adequate to support their assessment that the contract was unreconcilable. During the audit, we located four missing modification documents and two payment documents. However, the additional documentation was not sufficient to allow DFAS Columbus to perform a full reconciliation. Therefore, we concur with the DFAS Columbus assessment that Army contract DAAA09-81-G-2008/0031 was unreconcilable. DFAS Columbus needed to perform an obligation review using all available documentation and determine the exact amount of the out of balance condition. If it is below $100,000, DFAS Columbus is permitted by law to forward a request to the Director, Defense Finance and Accounting Service to prepare internal adjustments to close out the contract. If the obligation reconciliation shows that the out of balance condition is above $100,000, DFAS Columbus will need to maintain the contract in the MOCAS system pending a change in legislation to increase the threshold. At the time of the audit, the contract had a negative unliquidated obligation (NULO) balance of $103,595 in the Mechanization of Contract Administration Services (MOCAS) system. Because a NULO existed in MOCAS, the contract could not be closed until a full reconciliation was performed.
DFAS Columbus' previous attempts to reconcile Army contract DAAA09-81-G-2008/0031 were unsuccessful. Communications between personnel at DCMA, Pittsburgh, and DFAS Columbus showed that Coopers and Lybrand, an accounting firm, attempted to perform a full reconciliation in 1994, and DFAS Columbus personnel attempted a full reconciliation in 1997. However, neither reconciliation could be completed due to missing documentation.
In another attempt to perform a full reconciliation, DFAS Columbus initiated a "Request and Inspection of Documents" (RAID) in July 2003. However, the personnel assigned to the RAID could not locate the necessary documents required to perform a full reconciliation. In total, 40 documents were missing.
DFAS Columbus initiated efforts to contact the Administrative Contracting
Officer (ACO), the Procurement Contracting Officer (PCO), and the DFAS Rock Island accounting office to request assistance in obtaining the missing documentation. However, DFAS Columbus was not able to obtain the additional documentation required to reconcile the contract. We agreed that when DFAS Columbus determines that a contract is unreconcilable because of missing documentation, our office will review the adequacy of actions taken by DFAS Columbus and the DCMA activities to obtain the documents needed to fully reconcile the completed contract to allow closure in the MOCAS system. If our office agrees with the assessment of DFAS Columbus and DCMA that the contract is unreconcilable, DFAS Columbus will forward the contract closeout summary to the Director of DFAS requesting approval to close the contract in the MOCAS system.
Objectives
Our audit objective was to review the actions DFAS Columbus and DCMA activities took in attempting to locate missing documentation and reconcile contracts that were considered unreconcilable. See Appendix A for a discussion of the scope and methodology.
Contract No. DAAA09-81-G-2008/0031
We did not locate the 40 missing documents that DFAS Columbus needed to perform a full reconciliation of Army contract DAAA09-81-G-2008/0031. Therefore, we concur with the DFAS Columbus conclusion that Army contract DAAA09-81-G-2008/0031 was unreconcilable. However, DFAS Columbus needed to use the information it has available to perform a review of obligations to determine whether the out of balance condition is within the provisions of Section 852 of the National Defense Authorization Act for Fiscal Year 2005, title VIII, "Acquisition Policy." This Act allows contracts to be closed across appropriations if the balance that cannot be reconciled, either positive or negative, is less than $100,000.
Upon completion of the obligation review, if the out of balance condition is below $100,000, DFAS Columbus is permitted by law to forward a request to the Director, Defense Finance and Accounting Service to prepare internal adjustments to close out the contract. If the obligation reconciliation shows that the out of balance condition is above $100,000, DFAS Columbus will need to maintain the contract in the MOCAS system pending a change in legislation to increase the threshold.
Documentation Needed for Contract Closure
DCMA Pittsburgh, Pennsylvania, personnel indicated that, with the exception of a 15-month period, Army contract DAAA09-81-G-2008/0031 was pending closure in MOCAS for 17 years, since 1987 when the contract was physically completed. This contract was initially closed in MOCAS in 1992 and reopened in 1994. Current DFAS Columbus personnel could not explain why the contract was initially closed and reopened.
At the time of the audit, DFAS Columbus did not have 40 essential documents it needed to perform a full reconciliation. The missing documentation consisted of 8 modification documents, 25 payment documents, and 7 shipment documents.
Actions Taken on Missing Documents DFAS Columbus Search for Missing Documentation.
In an effort to close the contract in MOCAS, DFAS Columbus personnel began a new search for missing documentation in July 2003. They began by contacting the ACO at the DCMA office in Pittsburgh; the PCO at TACOM in Rock Island, Illinois; and the DFAS accounting station also at Rock Island. Personnel at those locations informed DFAS Columbus that they had no additional documentation related to this contract.
Additionally, the PCO contacted the contractor, Mine Safety Appliances, and requested assistance in obtaining missing documentation. However, the contractor performed another review and determined that it could not locate any of the missing documents.
DoD Inspector General Review and Search.
During the audit, we were able to obtain six of the 40 missing documents. The DCMA office in Pittsburgh provided us two of the modification documents that DFAS was missing. We also were able to obtain two additional modification documents and two of the missing payment documents from the DFAS Rock Island office.
We asked cognizant personnel at the DCMA Pittsburgh and DFAS Rock Island offices why they were able to locate documentation for us but did not provide the information to DFAS Columbus earlier. They indicated that they had overlooked the documents in earlier searches.
Despite the limited success we had in obtaining additional documentation, we confirmed that the remaining 34 documents were not available. Therefore we confirmed the RAID team's conclusion that the contract is unreconcilable.
Remedy for Contract Closure
Section 804 (2) by adding at the end the following new paragraph: "(2) Under regulations which the Secretary of Defense may prescribe, a settlement of a financial account for a contract for the procurement of property or services under paragraph (1) may be made without regard to-"(A) section 1301 of title 31, United States Code; and "(B) any other provision of law that would preclude the Secretary from charging payments under the contract-"(i) to an unobligated balance in an appropriation available for funding that contract; or "(ii) if and to the extent that the unobligated balance (if any) in such appropriation is insufficient for funding such payments, to any current appropriation that is available to the Department of Defense for funding contracts for the procurement of the same or similar property or services." The Army's accounting records show a zero balance. However, the out of balance condition for contract DAAA09-81-G-2008/0031 in MOCAS is a negative $103,595. The out of balance condition is only $3,595 over the threshold established in the legislation. Nevertheless it exceeds the maximum threshold and cannot be adjusted without further evidence.
To ensure that the out of balance condition has been determined correctly, DFAS Columbus personnel should perform a final review of all obligations using all information available and the additional documentation identified by the audit. The review should examine the newly located documentation and all other available obligation documents to determine whether there is a change in the amount of the out of balance condition or if an error was made in posting obligations or de-obligations. This review will determine whether the out of balance condition can be adjusted under the $100,000 threshold using internal adjustments to MOCAS only.
If the out of balance condition remains above the $100,000 threshold, DFAS Columbus cannot adjust and close the contract. DFAS Columbus needs to take steps to annotate the "Remarks" field in the active MOCAS system to identify this contract as "unreconcilable." This will ensure that the contract is not included in the active files that are pending reconciliation.
Until additional legislative remedy is obtained that provides authority to the Secretary of Defense to close contracts that exceed the current limit of an out of balance threshold of $100,000 on a case-by-case basis, contracts such as Army contract DAAA09-81-G-2008/0031 must remain in the MOCAS system. The Department plans to propose an amendment to increase or eliminate the $100,000 threshold in the FY 2007 or FY 2008 legislative cycle. Because the Department is taking this initiative, we are not recommending further action at this time.
Recommendations and Management Comments
We recommend that the Director, Defense Finance and Accounting Service Columbus: Management Comments. The Deputy Director of Commercial Pay Services stated that this recommendation was considered closed because of the actions taken to process internal adjustments that allowed closure of the contract.
